
DOCKET FILE COPY ONrcNAL

0erv"flisv compony

489 3rd Street pO. . Box 269 . Geruais, OR 97026
5O3 792-3611 . www.geruaistel.com

October 17,2013
Recejyed & lnspected

}cT 25 20,3

FCC Mait RoomMs. Marlene H. Dortch
Office of Secretary
Federal Communications Commission
445 12th Street, SW
Washington,DC 20554

Re: WC Docket No. t0_90 & tl_42
Annual $54'313/54 '422Reportof High-cost and Low Income Recipient, Form 4gl

Dear Ms. Dortch:

Enclosed herein it tl:.ullyul report for Gervais Telephone company, Study Area code 532373pursuant to $54.3 13/54.422 of the commission's rule's------ 
-*

Please contact me with any questions at:

Phone: 503-792-3611
Email : jhoffrnann@gervaistel.com

Sincerely,

n*,fu
PresidenUCEO
Gervais Telephone Company

Attachment

Copies to:

Universal Service Administrative Company
Electronic Filing
Washingon,DC 20036

Public Utility Commission
Electronic Filing

No. ot Copies recd O



Page 1

Code

Name

532373

GERVATS TEIJEPHONE

<030> Contact Name:
with

<035> Contact T
of

Person USAC should contact
about this.{ri.

2074

Kathy DeHart

line <030> 
503_7s2_36L7

Contact Email Address:

per 1,uuu customers (voice)
nxeo r-il-r
Mobile

Fixed

Mobile

(check to indicote cediltcotion)

(attoched des qiptive docu men t)
(check to indl.ote cetilficoilon)

(ottoched d e, crtpilve d ocu me nt)
(co m plete ottdched wo tk heet)

(co mplete o ttoched wo.k, heet)

(com plete ottdche d work heet)
(tf yes, complete ottached wo*sheet)

(check to lndkdte ceftlficouonl

(ottoch dqcdpilve docu me nt)
(if not, check to tndicqte ceniflcotion)

(co mple te dtto ched wo tkheet)
(complete oftoche d wo*s he et)

Service quality lmprovement Reporting

Outage Reporting (voice)

E[.-.heck box if no outages ro report

Unfulfilled Service Requests (voice)
Detail on Attempts (voice)

UnfulfilledserviceReguests(broadband) i-J btto'hd*ctipttvedocument)

Detail an Atr6h^+. tr---)L

Number of Complaints per 1,OOO cglgg.]iyeile)

-Number of Comptaints per 1,ooo.!;;;m;o;6;;j

<100>

<200>

<210>

<300>

<310>

<320>

<330>

<400>

<410>

<420>

<430>

<440>

<450>

<500> Service euality Standards & Consumer protection Rules Compliance<510> 532373or510
<600> Functionality in Emergency Situations
<610> 5323?30161o

<700> Company price Offerings (voice)
<710> Company price Offerings (broadband)
<800> Operating Companies and Affiliates
<900> TribatLandOfferings(y/N)? (J 6)

<1000> Voice Services Rate Comparability \/
<1010>

:li:3] 
,**"riarBackhaur(y/N)? O C

<1200> Terms and Condition for Lifeline Customers

(co mplete ofto ched wo*, heet)

(com plete o ft oched wo rk heet)

Price Cap Grriers, proceed ,o
lncluding Rote-of-Return co rriers ofiitioiawiliifficot Exchonge co rrie rs<2000>

<2005>

<3000>

<3005>

(check to indkote cefttflcotion)

( com pl e te ottd ched wo rk hee t)
Rate of Return Carriers, proceed ,o%

(check to tndtlote certtltcdtion)

(co mplete ottoche d wotk heet)

-

t0t11t2013

Paee 1
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Page 12

data Kathy De8art

in data line <o3o> 503_792_361,7

g!g!A!!ne <030> kdeharteservaistet 
. eom

EREPoRTlNGcARRlERlsFlttNGANNUAl.REPoRTlNGoNlTsoWNBEHA[F:

ctttt"tt'"t 
"''* e Accuracy of the oata Reported for the Annuar Reporting for cAF or u Recrpients-r r..rsr.lJrErrrt

i,:x*ix11.11T:TffJ;*T,.lffii

L0 / 7t/2013

503-792-3511

thisform. LO/L5/2013
Per5on5willfullymakln8fals5tatementson,t.n,^'.t5onthi5formEnbepunlshedbyfineorforfeltuIeundertheco,,,n,*

1R 
^f 

th- r^i+-r ..-.-- - , .-- :l :',*""'

H

1o111t2013
PaEe 12



Page 13

kdehartOgeryaj.stel. com

TO BE COMPTETED BY THE REPORTING CARRIER, IF AN AGENT tS FITING ANNUAT REPORTS ON THE CARRIER'S BEHATF:

ur, r.Oo
sr nEPqntng garrigr

:Tii?:f,.t!":igent; and' to the bost ormv knowlodge, tre reports anoiriiir"riil. 
" 

,t 
" 

aurhorrzod agent Is 
"""r;r"lt,n" 

.nnu.r a"i. rip"ir"g rlir]Lr"nt" prorroed to rh€ aurhorrzed

PeBons willfully making fake statements on,n,,

_ i"a", ritr. ii * ir," ,nited statei code, 18 u.r... u ,*r. 
,n ot ,rr4 o, ,.r.. gs ,or, ,ililfrIiffi

TO BE COMPTETED 8Y THE AUTHORIZED AGENT:

certifi€ation of Agent Authorized to File Annual Reports for cAF or Lr Recipients on geharf of Reporting carrier

as atent for the rep*
, rrlr€r.al serrlc" s,

rm.^fD-^^*l------:-- 

-

Per5on5willfullymakintfalsEstatementJo"*o'

-

tol11 t2013 Page 13
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Attachments
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Line 510 Documentation

5a3B@)(5) Satisfaction of Consumer Protection and service euality Standards

Consumer Protection
Gervais Telephone cosp*y:gmplies yrth th9 requiremen ts of 47cFR parr 64 subpart U,customer Proprietary Networt< mirrnutior, ,rd th.'F;;;; Trade c"*-il;n n.o Flag rules toprevent identirv theft. A manuar for each rf th;;;-;;;; is in prace and is part of the
,H'J:Jr','":;3Hffif.ott','ol,Ijfffi"rr:,.,-i,iffil#,,,rv and,;hi;.:;e instructed on

Gervais Telephone comJany complies with the service standards of the State of oregon aspromulgated in the oregon Administrative Rules 860-03;;i90, Retail Telecommunicationsservice standards for smarl r.r".o--*ications ut,ities.

A/^'/,',^ y'' f3 2s73" f/o

GERVAIS TELEPHONE COMPAI\TY
2013 Annual54.313 Report 

"f 
Higlr_C"rt Recipient

-



-

,4 Ho, {^-^/ _ {5 z s 7ja. 6za

Gervais Telephone Company
2013 Annual54.313 Reiort of ffigfrlC*t Recipient

I:l*i:.co.andCenturyLi"r.,ii,-int.;;;;;:##T#ffi ?iJtfi"X.ff iTffil:

Gervais Telephone 
simultaneous calls, and

lffiry:H1',ffiI*:?fflTl#:::i::"I",:,*jii,j:1ffi,q84 simu,taneous ca,,s to sa,em,and 48 simurtaneous cans to woodburn Gervais f;6;;il?:l;Hxfi]..U:;]||.,,,#fiT;.capabilities of interconnected networks to 
TaTge tmffi^;-spikes resulting frornemergencysituations, but wilr continue its uesrefforts for itr.r.troir.Jauring such events.

Line 610 Documentation

5a3B@)(6) Ability to Remain Funcrionar in Emergency Situations

Back-up Power
Gervais Telephone company has the following back-up power capabilities:Switches _ stand alone andlor host

Genband cl5 is backed up by a Generac liquid cooled gas generator sG035,35Kwpower rating, with an automatic transfer switch, dual fueled nafuralgas/propane, with a 120 eal standby LP ;-i.";d a propane truck locat ed. at anearby farm' It is backeiup uv u riring orl+ r*.iae G lead acid batteries.

Remote Central Offices
none

Subscriber carrier q!C, AFC, OpM, etc.)
calrier Loc' Howell Prairie dc batteries backed up by a portable generatorcarrier Loc. pioneer 

dc batteries u..il.a up by a portabre generatorcarrier Loc. st. Louis dc batteries ur.i.a up by a portabre generatorCarrier Loc. Butteviile dc baneries ;;;il fi ;;, ; ffiffi !.r.ru,o,
Network Interface Devices CNIDs)

Gervais -Tere_phone'co-pqry 
has 66 g customers with metallic (copper)connectlons to the central office and their MDs are powered from the central

Gervais Telephone company has 13 customers with non-metallic (fiber optic)connections to the central office. These customers'MDs *. uuttrry powered incase of emergency' The batteries are .ut.a io tu, t g-24hours with no use and 4hours with constant use.

GervaisTelephonecffiitsconnectingtolltandem.Thisredundant

f.,l,ffi :,J::*f"::f^",m{f -,-*;r;;;;;;;#arraclitiesberweenGervais

H



./4 lo,l ^,*,'

Gervais Tetephone Company
Terms & conditions of voice Terephony Liferine prans
FCC Form 4Bl Line 1210

fiZJ ZJo- /Z /o pJ /.f r-

The Lifeline program for.Gervais Tetephone company is administered by the oregon pubricUtility commission (oPUc) through the oregon teteinone Assistance program (orAp.)Potential customers appry direcily with the opuc to qu.iirv for a credit of up to $lz.zs,which isapplicable to eligible telephone pian charges. The opuc notifies Gervais Terephone ofcustomer eligibility' customers can choose a voice access rine plan offered by GervaisTelephone company and will continue to receive the Liferiie ;r#;i1"#,. Terephone isnotified by the OPUC that they are no tonger eligible, 
"iritir the customer disconnects service.

ili3i.'o.nil:?ffi:il#;lJ1"J["':rvice, whictio"t,ir, ii" t",.,, and conditions orthe pran, is

54.313 Lifeline customer MOU an additional tolt charges
Lifeline subscribers receive the same residential service as a regutar subscriber, but at areduced monthly recurring rate. Thus, lifeline subscribers'irr" an unlimited number of tocalcalling minutes' Lifeline subscribers, similar to every c"r.i. Tetephone company subscriber,are free to choose their own toil usage prans tnrougI an tnLrexchange carrier.

H



,;:;ii1r?;i.45a*€ffi?@*U,r*rrr*,rr,,@o#E**ffi*ffi

OREGON.GOV

Stats Dirsctories

Agencies A to Z
Oregon Administrative Rules
Oregon Revised Statutes
Oregon - an Equal Opportunifv
Employer

About Oregon.gov

@v E r c ta r.efi.frnrFEMitl*

Search

About Us

Contact Us

Commlssloners

General lntormation

Administrative Rules

Consumer lnformation

Electricity/Natural Gas

Hearings Division

Oregon Telephone
Assistance programs

Safety

Telecommunications

Waler

Board of Marlflme pllots

Home

Jobs at pUC

F#itd:.l,fiH:ffi t,lx?,1"fii;.J,X""" p:il,q{iffi:gffi [.,.it'l"#iii]ll'jr,{:?programs or meets th€ lncom
requlrcmonts:

' 
I#,n1ffi18",11;?i'ril:h 

Pros'm; Frsa Lunch

[lHllii.n"'"'* Emryv Asllstanc. Prosram
. F€denl publlc Hou3lng Asrl3tanco (Secflon

' 
r:1:lj[ff,H,irn€omo€rs at o' bero w lss'/o d

. Supplemental Nutrillon Asslstanceprogram; Food Stamps (SNAPt. romp-onry Asslstance for Neitv
Familtea ITANFI

';,:,1iff i:"i,:'l:.H#lir,fihtii

Aolicar en Esoaffol

l'loaatu 3angnexue xa ovccrou slure
N6o tlon bino tiSno Vt6t

Contact Oreoon Lifeline (RSpF)

WEB SITE LINKS

Text Only Sile
Accessibitity

Oregon.gov

File Formats

Privacy Poticy

Site Map

Web Site Feedback

PDF FILE ACCESSIBILITY

Adobe Readsr, orequivalont is requircd to
view PDF fites. Ctick the .,Get Adobe R€ade/,
lmage to get a tme download ofihe rcador from
Adobq

i::*l+lY

/q /" 0/ n,^ y'

TEXTSIZET A+A-A , TEXTONLY TRANSLAIE,

Public Utility Commission (Home)

Oregon Lifeline (Oregon Telephone AssistanceProgram)

$ijfi":HHli,#t,+,"#ln'i.tfJs:i#;",::ig."y:t,.,{:tiH,il33ri*i,ti3t,1ii,i?;

How to Apply for Lifeline:

fJZ373a./2,/a rg Z"i:

,iJ*.i
i;i::

-



Oregon Lifeline
Application

You may complete an Oregon Lifeline
Application online at www.rspf.org

Oregon Public Utility Commission
PO Box 1088, Salem, OR 9730g_1088

800-848-4442 or SOS-ATO-1171 .. 3,t {
TTy 800-648-3458 /3
VP:971-239-S84S

F ax: 877 -SGT -1 977 or 503-87 8-6047
puc.rspf@state.or.us

The oregon Public utility commission (PUC) manages the oregon Lifeline program.lf you quatify, this federat 
::l_",,*:g,?l:T:i,11{"_s"g"i" ryr"sir1""rn reduce your monthryresidential/landline or wireless phone bilt Uy Sf Z.ZC.

Complete Sections 1, 2a or2b, and 3

lf you have a situation that prevents you from providing certain intorr*riorl
please contact us for assistance.

.AT1I Mobility only offers the oregon tit"tin" benefit in ."l.fficall 1-800-377-9450 to determine if AT&T offers ir," or"gon Lifeline benefitin your coverage area.

Applicant,s Legal Name (Last, First, M.l.)(Appfi.rn

Applicant,s SoaEt Sdurity No. Applicant's Birth Date

Applicant,s Home AOOreG
ls this a temporary address?

EYes tr No

Oregon
Applicant's Mailing Addressjif differe@

Oregon
Applicant,s Phone Co@ Applicant,s Phone Nurnber

Asotin
Beaver Creek
Canby Co-Op
CenturyLink
Clear Creek
Colton

ComSpan
Eagle
Frontier
Gervais
Helix
Home/TDS

Molalla
Monitor
Monroe
Mt. Angel
Nehalem
North State

Oregon Tel. Corp.
Oregon/ldaho
People's
Pine Telephone
Pioneer
Reliance Connects

Floome Tel Com
Scio Mutual
St. Paul
Stayton Co.
Warm Springs

ffi
PLEASE CONTINUE TO PAGE 2
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3| lll,"^:.3;L11L ms that youor your household members 
"." "rr.L"nlv ;illi;,

E:::"mentat 
Nutrition assistance prosram; Food*rr***

! femnorary Assistance for Needy Famities (|-ANF)

I Supplementat Security tncome (SSl)

I state Medicar programs (at or berow 1ss%of federar poverty guiderines)I rraeoicaio

Provide current documentation for one of the foilowing programs:[ ruationar schoor Lunch program; Free Lunch program onry (NSLp)

E:"y-,rcome 
Home Energy Assistance program (LtHEAp)

fJfederal public Housing Assistance (Section g)

More than g members of your household? please contact us at 1-go0-g4g -4442.
Provide one or more of the fotlowing documents as proof of your income:. Last year,s Federal or State income tax return. Current annual income statement from employer
' Pay stubs for any three consecutive months within the rast 12 monthso Veteran's administration statement of benefits
' Unemployment or workers' compensation statement of benefitso Social Security statement of benefits. Retirement or pension statement of benefits
' Divorce decree or child support documentation containing income information

Place a check mark unext to your Househord size. To quarify, yourHousehold Yearly tncome ,Gi"lr*iurin irre ligl inoi"ated next to yourHousehord size. A Househorols'o"rir"a ," ,nv in"Jividuar or group of
IT:lix:#::,::, ::1i1": 1Tl" :, T " 

address a nd sh a re in co m e a ndexpenses. proof of income must be incrud".r*iir, v"*-jlJ,r'"'1,?l,I
GrossHouseho'|d ,i:Ii;|i I s;:""n",, ,f#,[" I s;:""; jiifiIr1 $o-$rs,s12 ll4 so_s],'=n, Iff", *'I;ffr.I2 $o-$zo,gsgl-5 ;;;;r;;;;lE; *r_;;;,.r,xs go-g26,s66 l-6 $a_$;',;;;lE; $o-$sa,gze

lt /,t{

PLEASE CONTINUE TO PAGE 3



Please completely READ and s/GA/ this form indicating that you understand andagree to comply with the following oregon Lifeline rules:
u {ok{

r I give the oregon Public utility commission (Puc), the Federar communication commission, andthe Universal service Administrative C"rp"ilviuirrority to ootrin-or rwiew any reguired recordsneeded to confirm my statements and to fonil* that r quarify'roiil" oregon Liferine. r atsoauthorize the phone company to retease .rv'i.qrir"o ,.".oioi ioi 
^voregon 

Liferine benefit.r I am head of household and no one else in my househotd receives tandtine or wireless oTAp/Lifelineservice.

I I understand that the oregon Lifeline credit is only allowed for oNE pHoNE LINE pER HOUSEHOLD' filffif;ill is defined as any persons who live together at the same address and share incomer 
li:,fltJsJffir:H 'I 

break or viotate the one-per-househotd rute I witr no tonser quatify for the oreson
f I agree to let the pUC know within 30 days if:

' I no longer qualify for the oregon Lifeline benefit o t receive more than one oregon Lifeline benefit' I no longer take part in a qualifying program o r disconnected service with my phone companyr Another member of my household is alio receiving the oregon Lifeline benefitr 
[?:il:lilt#il ffi?.x?#vs 

to notifv the PUC if I no ronser quatify for the oreson Lifetine benefit or I may
r I agree to notify the pUc of address changes within s0 days of moving.

: l;ffi::::1::l:1,?1y :i:line 
beneiit ,,, ,., be transferred oigiven to any other oerson

I

apptication is true and correct aii tnat t iiellieliiioirii;ri;;;;;'in" orson Liretine benerit.

PUC. PO Box tOea

H



GERVATS TETEPHONE COMPANY

2013 Annual 54'313 (3000) Rate of Return carrier Additional Documentation
Gervais Telephone company does not have a traditionar RUS roan, but does have a Broadband rnitiativesProgram (BlP) loan through RUS' Gervais Telephone does not submit the Annuar 4r9 reportto RUS,therefore in response to the section 3000 Data collection form, we have submitted our 2012 auditedfinancial reports and the management tetter.

H



we have audited the accompanying consolidated financial statements of Gervais Telephone company andsubsidiary (an oregon rroneritiv6 c6rporation) qhi Cff;;y1, wnictr corprir" ir," consoridated barance sheetsas of December 31' 2012, and 2011 and the reiaied .onr6ti,jit"o statements of operations, changes in members,equity and cash flows for the years then ended, ano tne l,"l.t"d notes to tn" .onriiiated financial statements.
Management's Responsibirity for the Financiar Statements
Management is responsible foi the preparation anJ irir iri"rJitrtion of these consolidated financial statements inaccordance with accounting principles generally ,.."pt"0 ln the uniieJ-stri"r t America; this incrudes thedesign' implementation, anJ maint6nincl of int6rnal cini.r i"r"rrnt to.the. preparation and fair presentation ofconsolidated financial statements that are free from ,ri"ii"irirstatement, whether due to fraud or error.
Auditor's Responsibility
our responsibility is to express an opinion on these consolidated financial statements based on our audits. weconducted our audits in accordance witn-auolting sLni;iJr'ilnorrry 

""."jteJin'ine united states of America,and the standards applicable to financial auditi 
"ontrin"o'ii aorrrniiii-iiJiiing standards issued by thecomptroller General of the Uniteo Staies ot nmerica. inose sianoaros ,"qrrl'tiiJ we ptan and perform the auditto obtain reasonable assurance aboul-whether tne 

"or.oiiort"o 
nnaniiii ,i"Gr"nts are free from materiarmisstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in theconsolidated financial statemehts. The frocedures setected iepend ilih;-rrdiior. ;rogrent, incruding theassessment of the risks of material misstatement or tnl-clnJoriiaieo nnanciiiitaL]nlnts, whether due to fraud orerror' ln making those risk assessments, irre auoiioi;;;;id;;;irternar contioii"i"r",rt to the entity,s preparationand fair presentation of the consotioatei- financiar ;i;ffi;il in order to design audit procedures that areappropriate in the circumstances, but not for th; t;rp;;';';;pr"ssing, an opinion on the effectiveness of theentity's internal control' Accordingly' *" 
"*pr"ss 

no such opinion. 
-nn 

",.iJii 
,i.o incrudes evaruating theappropriateness of accounting policles used ano th; rea#;teiess of significaniaccounting estimaiei maoe uymanagement' as well as evaluating the overalt presentai'i-on ;iil" consolidated financiat statements.

H?ri"fl"* 
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit

Opinion
ln our opinion' the consolidated financial statements referred to 

3bgve 
present fairly, in all material respects, thefinancial position of Gervais rerepnone company and subsidiary as oi oec"mo"i'bl, zolz and2011, and the

:"#n"T if,?:,:Xt',"J'&:t":Tffj|y;"!1i tne veirs th;ililn conrormity witnlc-countins principres senerary

IIrIoeperuoENT AUDIToRs, REPoRT

To the Board of Directors
Gervais T_elephone Company and Subsidiary
Gervais, Oregon

6E}tr HawrHtrRNE AVENUE EE, #l 48, SALEi.4, trR 978tr IPHtrNE: StrB.SB5.7ZZ4 FAx: SElts .g 64.S4trSpoRTLANDT oR i saueM, oR i cenlseao,

-

ca i escoNDlDE, ca i saN DIEGI:, ca i aNonoRAGE, AK



Report on Consotidating tnformation
Our audits were cot
whore ril;;;;,1,ffi5it:i,l[:,#',1::,9.3'J,?_?,T,;?1", on the consoridared rinanciar statements as athe consoridated nnanciai,tatemens ,in"itnJi ilffiff,[,"H#11-,;jifij#?f,.;:,:1,:i?,H:il,ffifl;tindividual companies, and iai; di ;rtr,r"o o;,.ff il;;;i.oriort"a fir;;;;i';t.t,=ments. such information is
the responsibility of management and was oeriveo from-#J rerates dil.fly dth; undertying accounting and
other records used to prepare the consolidateo trnanciJi'rtllJr"ntr. rnJ"oi,Jio"iing financiar information has
been subject to the auoitiirg pttlJuto apptieo in ineluoi'iiil'," .onroriJri"-Jfficiat statements and certainadditional Procedures' incrrioing cdpliins,rno p";.;iriil'lriroryalion oj;;ril;d;.underryins accounting and
other records used to preparelne c6nsoiioated financiri ;trt"r"nts or to tn.i 

"on*rioated 
financial statementsthemselves' and other ao'oitionai-pio.uirru. in accorJinc"'i"itn ,roting;i;n;;;il generary accepted in the

':[.,?*?:',f:ij,$i,i,i3; *"i*j,tu**iJ:$*xx1y,e#o,,,"tion i, r.i,iv,iltld in a, mlteriar reipects in

other Reporting Required by Government Auditing standardsrn accordance with GovernmleniAiiiiii stunaiiIiiii nri,r 
"rro 

irstled 
1 report dated Aprir 2, zola,on our

consideration of Gervais reepnone clffifll and subsidia.i's internar controt'oveifinanciar reporting and our
tests of its compliance with ;tt;il;;Jion! or tawr, ,"grililns, contracts, and grant agreements and othermatters' The purpose.of that 

'"port 
iJio ilscriue tne scope?;;6il,s ;iili#;i"Xntror over financiar reportinsand compliance and the resutts orinliiJriirg ,d ;t tfi;;id:lan.opr.nion on tn'e-iiiernar contror over rinanciarreporting or on comoliance' That t"pottit ,nlintegrai parioi anluait b"rr"rr*o'i. accordance with GovernmentAuditing standardsand should o" i"!Jit .or;rr.1ion ulitn'ttiJi"port in considering the resurts of our audit.

Salem, Oregon
April2,2013



GERVA|S TELEPHONE COMPANy and SUBStDtARy
Consolidated Batance Sheets
December 31 ,2012 and 2011

ASSETS

Current Assets:

Cash and cash equivalents
Accounts receivable, net of allowance for doubtful
accounts of $2,000

Materials and supplies
Prepaid expenses

Total Curent Assets

lnvestments and Other Assets

Property, plant, and Equipment:
Telecommunications

Plant under construction

Less accumulated depreciation

Property, plant, and Equipment, net

see accompanying notes to consoridated financiar statements.

-

2012

$ 92,886

355,492

24,515

55.486

528,369

287.749

10,779,265

112.781

10,992,046

4,665.825

6,226.221

$ 7,042,339 $

2011

$ 181,297

231,572

24,043

43.254

480.166

290.800

11,159,737

284.945

11,443,682

5,241.892

6,201.790

6,9?2,?56



LIABILITIES AND MEMBERS' EQUITY
Current Liabilities:

Current portion of long{erm debt
Line of credit

Accounts payable

Accrued liabilities

Advance billings

Total Curent Liabilities

Deferred Grant Revenues
Long-Term Debt

Other Long-Term Liabilities
Defered Tax Liabitity
Unclaimed patronage Capital Retired

Total Liabitities

Members'Equity:

Memberships

Patronage capital

Total Members' Equity

2012

$ 169,210

200,000

329,760

34,279

99.098

831,346

297,794

1,367,309

70,944

107,600

263.561

2,928.544

1 3,1 g6

4,100.609

4,113.795

$ 7,042.339 S:-

2011

$ 173,997

231,433

61,249

117,450

584,128

299,221

1,539,621

62,497

36,300

263,561

2,784.318

13,056

4,175.382

4,188,438

_6,9?ZZgg_

See accompanying notes to consolidated financial statements.



GERVAIS TELEPHONE COMPANy and SUBStDtARy
Consolidated Statements of Operations
Years Ended December 91, 2012 and 2011

Operating Revenues:

Localnetwork

Network access

Miscellaneous

Total Operating Revenues

Operating Expenses:

Plant specific

Plant nonspecific

Customer

Corporate

Depreciation

Other taxes

Total Operating Expenses

Operating Margin

Other lncome (Expense):

Other income

Nonoperating income taxes

Total Other lncome (Expense)

Margin Available for Fixed Charges

Fixed Charges - lnterest on Long_Term Debt

Net Margin (Loss)

see accompanying notes to consoridated financiar statements.

H

2012 _ 2011

$ 570,427 $ 527,312
1,592,792 1,632,597

60,254 217.63s

2,213,463 2,377,549

649,000 601,700
79,120 73,262

295,095 254,706
594,675 541,95g
504,004 4go,14g
85,915 78.398

2,195,799 2,040,172

27,664 fi7.376

37,499 60,956
(72,923\ (5,413)

(35,335) 55.443

(7,671) 392,819

68,134 81.185

$ fs.80s) $_3,r,r s34



GERVAIS TELEPHONE COMPANy and SUBStDtARy
Consolidated Statements of Changes in Members, Equity
Years Ended December 31,2012 and 2011

Balance, December 91, 2O1O

Net margin

Change in memberships

Estate payments

Excise Tax Refund

Balance, December 91, 2011

Net loss

Change in memberships

Excise Tax Refund

Balance, December 31, 2012

Membershios

$ 12,991

13,056

Patronage

Caoital

$ 3,969,341

311,634

(5,075)

482

4,175,392

(75,805)

1.032

Total

$ 3,991,232

311,634

't65

(5,075)

482

4,199,439

(75,805)

130

1.032

165

130

$ 13,186 $-1,1oqggg- $ 4,113,795

See accompanying notes to consolidated financial statements.



GERVAIS TELEPHONE COMPANy and SUBStDtARy
Consolidated Statements of Cash Flows
Years Ended December 3 1,2012 and 2011

Cash Flows from Operating Activities:
Net margin (toss)

Adjustments to reconcile net margin (loss) to net cash
provided by operating activities:

Depreciation

Change in deferred taxes
Noncash patronage dividend
Recognition of deferred ARRA Blp grant revenue
Changes in assets and liabilities:

Accounts receivable

Materials and supplies
prepaid expenses

Accounts payable

Accrued liabilities

Advanced billings

Other longterm liabilities

Net Cash provided by Operating Activities
Cash Flows from thvesting Activities:

Purchase of property, plant, and equipment
Proceeds from redemption of investments
Change in other assets

Net Cash Used by lnvesting Activities
Cash Flows from Financing Activities:

Net change in line of credit
Proceeds from long_term debt
Principal payments on long{erm debt
Proceeds from ARM Blp grant
Federal excise tax refund
Estate payments to patrons
Memberships

Net Cash provided by Financing Activities

Net lncrease (Decrease) in Cash

Cash and Cash Equivalents, beginning

Cash and Cash Equivalents, ending

Cash Paid for lnterest, net of amount capitalized
Cash Paid for income taxes

See accompanying notes to consolidated financial statements.

2012 2011

$ (7S,B0S) $ 3t 1,63a

504,004

71,300

(4,108)

(11,437)

(123,910)

(472)

(12,232)

97,327

(26,970)

(18,352)

490,149

3,900

(4,896)

(11,674)

17,054

6,246

4,206

71, ggg

3,015

12,012
8,457 6,111

407,802 gog.745

(529,435) (,019,215)
15,616 14,621
(8,457) (6,1 1 1)

(521,276\ (1,009,705)

200,000 (350,000)
_ 310,995

(176,099) (156,169)

1,w; 
uto':;;

_ (5,075)

130 165

_25,063 t 1 1,193

(88,411) 11,233

191,297 170.064

$ 92.886 $ ,sr 29,
68.834 $ 63 48S$

$ 1,523 $ i 513



MITecEMENT LertenIttoeperuoENT AuDtroRS,

To the Board of Directors
Gervais T^elephone Company and Subsidiary
Gervais, Oregon

we have audited the consolidated financial statements of.Gervais Terephone company and subsidiary (thecompanv) as of and.for the v"'i *i"o,oecemoli {i','iitiz, ano nave is;;;;, report thereon dated Aprir 2,
20'13' we conducted o" "oiii' "."11iig9*itn "riitNg'ltanoaros 

je;;ri Iccepteo in the United stares ofAmerica' the standardt 
'ppri"'oi" tJlinanciat audits 

"ont.l*o in 6#;;;ffiiting standards issueo by thecomptrollerGeneralof tnb'uniieJd"t"rof America,;;#"irn r7ii, p;iil;Auditsof 
Rurar Utiritiesservices3,'/,,?$;^;i;:,Hn,'jngil$i":,.xr;#i1jx*:,,"fli1;*gixtr];#TJJ,,'il obtain ,";;;di;r,,,,,n."

ln planning and performing our audit of the consolidated financial statements of Gervais Telephone company andsubsidiary for the year enied oecemoer 91, 2oii:;;.*jj"*o its internar coiiiot or",. financiar ,porting a, abasis for designing our auditing p*"JJo. io,. tne'purG"-J 
""pr"."ing 

an opinion on the consoridaied financiarstatements and not.for the piipot" oi expressing ri, opiruon on thelnectireness of the company,s internarfi::["i,"":"J,1ilil:llli#??;#?,T'stv, we'Jo"n;i 
"$;;. an opinion on tne enectiveness oifi" 6Jrp,nv,.

A description of the responsibility of management for establishing and maintaining the internal control overfinancial reporting, ano tne;LJ";iir"; oi"no"inn";;;il;r;1""'ti"* in.lucn-conJi"i]ir r"t forth in our independentHTil:#i,?:,ffiffi1lillil::r:f ;; i-nternatdil;i'";;;iNanciar ,"po,ting ;li"inprir 2,2o1s,and s-riourd be

our consideration of th-e internal control over.financial reporting wourd not necessariry discrose a, mafters in theinternal control 
"Y^T-'!g"i-'"*ni"b I" Tqi;i 9""ijriri*nt o"ri.ie,iJ;;, materiar weaknesses andtherefore' there can be no assuranb" inr"t all such leticienciel'have been io"niin"o. However, as discussed in our;!3;i,,"Ji::',,#H';,:,:*?1 l*;1,1,:ii;t'*ilytr',ilir#Iif,i."*i:mrff,::,0 other matters, we

A deficiency in internal control exists when the design or operation of a contror does not arow management oremployees' in the normal to"t" or'p*-lr!, ;:ir"".lJiJn"o 
IT."rl?n", to. prevent, or detect and correctmisstatements on a timely basis'- n miJnar wea-kness is iotficiency, or combination of deficiencies, in internarcontrol' such that there is a reasonante-p-ossibitity tnri" iJt",i"r missiitlme-ni'li'tie entity,s financiar statementsyJilffl'i:,T:':iffi"",i:T:1T"Tt1i::iii:1f;';iil';'Eili.- w" J,o iJi'ii!,.iiii any denciencies in interna,

A significant deficiency is a deflciency, or a combination of deficiencies, in internal control that is less severe thana materialweakness, yet important 
"h'ougi, 

to merit atienii"i ,ll=,charged with lovernance. We consider theff*:::it[#;;nmt: *su#3 i$#:iil[*i:'enden r a ud itors, iepo rt on intern a, 
"o 

nii]r o,",,

7 cFR 1773'33 reouires comments on specific aspects of the internar contror over financiar reporgng, compriancewith specific RUS ioan ano securiiy-ins-tlument piovisions, anJ otner aaoltionar-m;ffir.. we have grouped our
comments accordinoly' ln additio'i to ooiaininj r"rron"itJ'alsuran"e about whether the financiar statementsare free from mateii;'r misstaGm"nil,?'yorr request, we performeo tests ot'.p".,n" aspects of the internarcontrol over financial reporting, oi.orJi"nce with ,p"tin. drib G;;il;;Jrrii;Tn'.urment provisions, and ofadditional matters' The dpecifii'"rp""ir""iine internaic;;i;;i;;", fi.;ilri;H;r{,nn, 

"ororiance 
with specific

ISEE HAWTHtrRNE AVENUE EE, #I 4tr, 5ALEM, trR 973tr I
FtrRrLAND, on j sareru, ::"i5;:?I;il:;i'.li"H:;:f,:",1d;,:i" 

ca i eNcnoRAGE, AK



RUS loan and securitY instrument provisions, and additional matters tested include, among other things, the
accountins procedurei ano recoiis,-il.:J:tq: ;fiil,-;;rfl1n.i ;il-#;#c.RUS ioan ino"'slcurityinstrument provisions.set forth in 7b-ii tzzqi!(")AiiJri# p"rty transactiol, ]no ,r"stments. rn aJdition,
our audit of the financial statements Jso'incluo"o in6'pib."irils-specifieo in iCrn'i273.338-4s. our objectivewas not to provide.-an-opinion on-tn"r" .specific';p""Gil ih" int#rl Ioniror or"r rininciat'ffirting,:i[39:XT#',ffff":Ett'is toan 

'no'"I.u'itv N;t,i,r"[ip]ivisions-, ;;A;ti"r"r matters, and accordinsry, we

No reports' other than our independent auditors' report, and our independent auditors, report on compriance and
on internal control ov
our audit, nrr" o""nlil;T::'il Hfi]&%:otn 

oiieJ-epii i,\ot , ; "r;;ii oi'L.ormendations rerared to

our comments on specific aspects of the internal contror over financiar reporting, compriance with specific RUS
roan and security instrument p.o'itiont] and other il;i'ii;;;'matters, as re[uired by 7 cFR 1173.33, are
presented below.

Accounting procedures and records.

Process for accumul*ggq t"cording.labor, material and overhead costs, and the distribution of thesecosts to construction, retirement ano miinienance, or other expense accounts.
Materials control.

f;:f'Y:'i:X to compriance with certain
provisions or raws, resurati6ns,;";i;;i;; #;ffi: ;i#T::::.1H.#HXlJ,T::.j,y.i##;::: yJ,[,.f#3

' 
[-"H[?l#U3"'fii,:?:fllI:Ift!J,TI:fLL:jH::1,:3::::l"j.1l^"j1?y"r to obtain written approva, or3"",.il:XiignSru,::lnty;[nf ,ru.U:]i5:i::3:'fi#i"Tl?:"J"1?"*S,:#':,1":,fi ij:Jil#companyforthey"rr"nd"Jd";#;";'b;H=ir:,;:,

a

a

1' obtained and read a borrower-prepared schedule of newwritten contracts._entered into during thevear between the borrower ano inlmii"t-"J'irili"d in 7 cFR 1773.33(e)(2)(i).2' 
f;:l.Jiffiflt"TtHi-?l?SJ:,:It:t^?to"ascertain whether Board-approved written contracts are

3' Noted the existence of written RUS and other mortgagee approvar of each contract risted by theborower.

The results of our tests. ind.icate that, with respect to the items-testedr,tl" 
99r.pany compried, in a, materiar[5Si.,T']Yl:1,'ffif;:l;"[ffi1";:,S;,o;m1if,."*lnltons rererred to berow rhb specincf,.o,i.ion.

' 
#':3liIi[TH.:Til:xH1E?"Ti!""',fl"T,'l?IHR ??#J]i:iajti"*"s to enter into anv contract,

ffi:lmffffi,;53ffiffi;[?:.",:T:TI,l,:.o,,lli:9.:11"'J9,ou|attention,exceptas,",".. r"]:: 
::::::* 

* io 6"ri",J,n:ji',n1, Ei,lil;il:?,:.",:iH{},ilii[,?$ili,jifl,t?,:il]l;:
o The reconciliatior

aooresseo aii6lfl;"#1:[?,.rff:9"j":jj:.,1^l*^::lll?ll,ng sene.rar redser prant accounts;::;T::,:l1f#":'Je'at'x;r"rrfug"n{;i"'!3.111,i:iEif8""?i:?:?":X1315'il,:;:i:'*:
:::'"::.:::']:.1n1**'n 

tn'" gJ;"i"iiJ#;:1i""#ffi:i7,.iiii;J??:t:1,Tlj:,ffi,H5?[il?#
.rvsrlrv ursil tgu(Jrqs.' lffiJi::lXl;ttffi #r;[:?:i],accounts and the accruar or depreciation on comprered constructionaddressed at 7 CFR ttts..seti)O).

ffi"TSt"T"T and its operation rhat we

-



. The retirement of plant addressed at 7 CFR 1778.33(c)(3) and (4).
o The approval of the sale, lease, or transfer of capital ,::eJg and disposition of proceeds for the sale orrease of prant, materiar, or scrap'addressed at ziFn iTzg.gg(.xs).
o The disclosure of material related party transactions, in accordance with FASB ASc s5o-10-50-1 for the

Iifi,1::ffi?"3.""T:lTt|kiiiie,t"tlr" rn,n"i,i'ii,ie,"nts rererenced in tne ri;,ap;,";;;n or tnis

o The detaited schedule of investments.

our audit was madefor the purpose of formlng.an opinion on tle basic financial statements taken as a whole.The detailed schedule or invesimlnts iequire-o ov i Cin-'iirc.e.sg, and provided berow, is presented forpurposes of additional analysis and is not a requirel prrt oi tn" basic hnanc[r"rt i"ri"nts. This information hasbeen subjected to the. aud-iting p..LJri"r apptied in our 
"uoit 

or the 
-L;;i; 

nr"r"irr statements and, in ouropinion' is fairly stated in all maieriar resfects in'relation to ine ui.i. financiar statements taken as a whore.
lnvestments as of December 31 ,2012:

Original investment
Accumulated earnings through December 31, 2O1O
Book value of investment astf December g1, 2011
Net margins in 2012

Book value of investment as of December g1,2012

ffi:XYfr:lll 3:ffi1[:t',:l'J.:13"1'r,?rflS[.owned subsidiary providins terecommunications services rhis

This report is intended solely for the information and use of the T"rg of Directors, management, Rurar Utiritiesservice' and supplemental lenders 
"nJ 

ir not intended t" o" ,.0 should not ne useo'by anyone other than thesespecified parties' However, this report is a matter or puolic recori, ano its distribution is not limited.

$ 2,369,969
204.263

2,573,132
171.253

$ J.Z44-3fl5

asff
Salem, Oregon
April2,2013



6ERVAIS TELEPHONE COMPANY

2013 Annual 54'313 (3000) Bate of Return carrier Additional Documentation

Gervais Telephone company does not have a traditional RUS toan, but does have a Broadband lnitiativesProgram (BlP) loan through RUS. Gervais Telephone does not submit the Annual 479 reportto RUs,therefore in response to the section 3000 Data collection form, we have subm,itted our 2012 auditedfinancialreports and the management letter.



68tr HawTHtrRNE AVENUE EE, #I 48, EAL.EM, BR glr,a 
1

Pr-..t orue; StrE.EES.7ZZ4 FAx: StrE .A64.B4Cls
FtrRTLAND' on i ealetu, oR i trARLsBAo, oA i Esug1NgllDtr, trA I sar.l DrEGo, trA

INDEPENDENT AUDITORS, REPONT

To the Board of Directors

lervais lelephone Company and Subsidiary
Gervais, Oregon

We have audited the accompanying consolidated financial statements of Gervais Tetephone Company andsubsidiary (an oreson,i"e;;til;.irp"iiii"rllil; ffiffiy), which comprise the consoridated barance sheetsas of December 31' 2012, ind 2011 ;rid- the reiaied .tni,iluJt"o statemenis of operations, changes in members,equity and cash flows for tne yeais in", 
"iio-o, 

,i..,Jtil';:';i"1 notes to tne conslioated financiar statemenrs.
Management's Responsibirity for the FinanciaI statements
Management is respbnsigle roipe.n"p;F4;ffiriffilHtation of these consoridated financiatstarements inaccordance with accounting principlei generarv ,...rit.Jlii ir," urii;-s;i#; America; this inctudes thedesign, implementation, anJ ;;in1;n;;; of internar'cJ.i,orir[rrri'd-,d;&Ltion ana fair presentarion ofconsolid'ated'financial siatementi ih;i;;;n;; iiir'niaj"iiairnisstatement, whether due ro rraud or enor.
Auditor's Responsibility
our responsibility is to express an opinion on these consotidated financial staternents based on our audits. weconducted our audits in accordance witn ,roliing rtr;i&;F1r;iy;;;d;"iniiie uniteo states oi-[merica,and the standards applicanie-to tirrnriur-rudit! contain"oin eo* i;;;;i;;ft;rg standardsissued by thecomptroller General of the unitea states ot nmerici. r"nose sianoaros require tti,i we ptan and perform the audit
|!r'r?jilH:?sonable "t'iin.* Jouiwnetrer thi .onJoriolt"d rinandiar ii.Grint, are free rrom.materiar

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures ln theconsolidated flnanclal stateriehts. ih;-;r;;;d l"l"itJi'i"peno on ine-riii[r,, judsment, inctudins rheassessment of the risks of material ,Gitit"murt.of tne c-oniJlijateO financiat staterxents,,whether due to fiaud orerror' ln making those risk ait"ti*"nE-ihe auaitor rt,irio"irlnternar controi i"i"rr^t to the entity,s preparationand fair presentation of the .ontoliortlo rir"ncirr;I;il;t!_in older to oesiin audit procedures that areappropriate in the circumstances, but notJoi fl;" [rrilill'o7'"rpr"rring an 
"piri;",;' 

on the effectiveness of theentity's internal control. noooro'nJrtl, 
'uiu 

"*pr"r's 
;o;;h -oiioion. "4; ,affii';iso inctudes evaluating theappropriateness of accounting potd;r ur"oiiLii;; ;;#ilre",i"s.-oiriinit,ii,#igu1ti1s 

esumates mioe oyfianagefient, as wellas evaliating the overatrprs"ntaiion;iil; consolidated financiatstatements.

Hi;[tji-* 
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit

Opinion
ln'oui opinion' the consolidated financiat stdtements referred to above present fairly, in all material respects, thefinancial position of Gervais Telephone corp.ny ano suusioi"ry ,, oi oecemue r'b1', zo1zand 2011, and the
:"":gilJJ lli,i3lX1l,Tl'&i?"!Xl[llws 

roi in" ,,"Jo-ir,L,i",o#il ;,6;itfifr",clountins principres senera,y

i ANtrHtrRAGE, AK



Report on Gonsolidating lnformation
our audits were conducted ror the purpose.of forming an opinion on the consolidated financial statements as awhole' The consolidating information in s.nuorr.r l-irr *J"ri"tJ.i;q f."r r#"il;;Jl", of additionar anarysis ofthe consolidated financiai statements rather than to pres"ni ti" tin.nciqr positiJn-Jni resutts of operations of theindividual companies, and ]t is ngt a required pirti niiiil;iruri"o rir[i-.il'rt]tJrrents. such information isthe responsibilitv of manasement ano was aJrir;J f;;;;;6td;il.,,y t"iH underrying accountins andother records used to prepire the consolidateo r,nanciii'.tli"r"nts. The co'nsorioaiing financial information hasbeen subject to the auditins procedures rppri*o inlt',";;it';iih; irir"rii"i"?iiirn.ur statements and certainadditional procedures, including comparin!,'i,nJ.19.on.iring ffi;J.ffiffidiJ"ifi unoertying accounting andother records used to pre.p.31eine cinsotiitated financiii itrt"r.ntslor to tnd consorioated flnanciat statementsthemselves, and other additional procedures-, r"roio.,i.;'ilih iriitiri;iilffi; generaly accepted in theunited states of America. tn our opinion, tie ;;ffi[i;tffi*iniormation is faiily stated in alt materiat respects in

'elation 
to the conioridated fina;;iai-;t;iements as a whore.

other Reporting. Requrred by Government Audittng standards
ln :accordance with Govemment Auditing sfandar :wa- nn6 iir* issrled a report ated April 2, 2o13,on ourconsideration of Gervais Telephone eofip;,;r;;; s,iti:iiiiy i inteinir iontroi'o,ieitinanciar reportins and ourtests of its compliance,ryith, cbrtain pioriiioni or ia*s, ielriitiort, 

.eontracts, :and grant agreements and othermatters' The purpose of that report is to describe tnu .Lp"?iui testing of inidrnar cintrol over financial reportingand compliance and the results of that testing anJ ;"1tJil;id; an oplnion on in'e-iiiemar contror over financiarreporting or on compliance' That t"portl. 
"n. 

intesral par[oi ai auait b;rf;d,;d'ilaccorornce with GovernmentAuditing sfandards and should oe reao in conlunClion r[iilr'uri*eport in-*n.il;irg tf,-e resutts of our audit.

Salem, Oregon
April2,2013



GERVAIS TELEPHONE COMPANy and SUBStDtARy
Consolidated Balance Sheets
December 31,2012 and 2011

ASSETS 2O1Z 2011
Current Assets: 

-

Cash and cash equivalents $ 92,gg6 $ 1g1,Zg7
Accounts,receivable, net of allowance for doubtful

accounts of $2,000 355,492 231,572
Materials and supplies 24,g15 Z4p4A
Prepaid expenses 55,4g6 4g,ZS4

TotalCurrentAssets S2_gJq9 480,160

lnvestrnents.and OtherAssets 2gl,749 2g0,g00

Pr:operty. Plant, ahd EQuipment:

Telecomrnunications 1O,77y2BS l1,1Sg,TSl
Plant undqr,construction fiZ,Tg1 ZL4,gqo

-
1.0,992,046 11,44g,6g2

Less accumulated depreciation 4,665,g25 F,Z41,ggz

Property, Plant, and Equipment, net 6,226,221 6,201,790

$ 7,042,339 $ 6.972.756

See accompanying notes to consolidated flnancial statements.



LIABILITIES AND MEMBERS' EQUIry
Current Liabilities:

Current portion of long.term debt
Line of credit

Accounts payable

Accrued tiabilities

Advanoe billings

Total Current Liabitities

Deferred Grant Revenues
Long-Term Debt

Other Long-Term Liabilities
Deferred Tax Liability

Unclaimed Patronage Capital Retired

Totat Liabitities

Members'Equity:

Memberships

Patronage capital

Total Members'Equity

$ 7,042,339 $ 6,972,756

2012 
,

$ 169,210

200,000

3;29,760

34,279

99,098

931,346

297,794

1,367,309

7A,944

107,600

263,561

2,928,544

13,196

- 4,100;G0g

4,113,795

2011

$ 173,997

231,433

61,2A9

117,,45A

s84.128

- 
-

299,221

1,539,621

62;4BT

36,300

263,59L

2,784,319 
.

13,056

4,175,382

,. 4,18g,439

see accompanying notes to consolidated financial statements.



GERVAIS TELEPHONE COtlIpANy and SUBStDtARy
Consolidated Statements of Operations
Years Ended December U, ZA12 and 2011

Operating Revenues:

Localnetwork

Networ[ access

Miscellaneous

Total Operating Revenues

Operating Expenses:

Ptant specific

Plant nonspecific

Customer

Corporate

Depreciation

Other taxes

Total Operating Expenses

Operating Margin

Other lncome (Expense):

Other i4come

Nonoperating income'tAxes

Total Other lncome (Expense)

Margin Available for Fixed Charges

Fixed Charges - lntereston Long-Term Debt

Net Margin (Loss)

2012

$ 570,42V

1,592,V92

60.2s4

2,213,463

649,0-0_0

vg,12p

295,095

594,675

504,004

85.91s

2,185,799

, 27;p6:4

37,499

fi2.823\

(35,335)

(7,671)

69,134

$ (75.805)

-

2011

$ 527,312

1,632,597

217,639

2,377,549

601,700

73i262

254.708

541,959

490,149

7g,3gg

2,04AJ72

337,376

60,956

(5,413)

55.443

392,919

81,1 85

$ 31 1,634

See accompanying notes to consolidated financial statements.



GERVAIS TELEPHONE COMPANy and SUBStDtARy
Consolidated Statements of Changes in tt/tembers' Equity
Yeais Ended December 91, 2012 and 2011

Balance, Deeember 31, 2010

Net margin

Change in memberships

Estate payfients

Excise Tax Refund

Balance, December 31, 2011

Net loss

Change in memberships

Excise Tax Refund

Balance, December 31, Z01Z

MEmberships

$ t2,gg1

'165

:

13,056

Patronage

Capital

$ 3,869,341

,311,634

(5,075)

48?,

4,175,392

(75,805)

1.032

Total

$ 3,891,232

31 1,634

165

(5,075)

- 492

4,199,439

(75,805)

130

, 1'a3?

130

=

$ 13,186 $ 4,100,609 $_4,113,795

See accompanying notes to consolidated financial statements.



GERVAIS TELEPHONE COMPANy and SUBStDtARy
Consolidated Statements of Cash Flows
Years Elded Decembe r,51, ZO12 and 2011

Cash Flows from Operating Activities:
Net margin (loss)

Adjustments to reconcile net margin (loss) to net cash
provided by operating activities:

Depreciation

Change in deferred taxes
Noncash patronage dividend

Recognition of defer:r:-ed ARRA Blp grant revenue
Changes in assets,and liabilities:

Accounts receivable

Materials and supplies

Prepaid expenses

Accounts payable

Accrued liabilities

Advanced billihgs

Other long-term liabilities

Net Cash provided by Operating Activities
Cash Flows from fnvesting Activities:

Purchase of property, plant, and equipment
Proceeds from redemption of investments
Ghange in other asg-ets

Net Cash Used by lnvesting Activities

Cash'Flows from Finan0ing Activities;
Net change in line of credit
Proceeds frorn long-term debt

Principal payments on long-term debt
Proceeds frorn ARRA Blp grant
Federal excise tax refund

Estate payments to patrons

Member:ships

Net Cash provided by Financing Activities

Net lncrease (Decrease) in Cash

Cash and Cash Equivalents, beginning

Cash and Cash Equivalents, ending

Cash Paid for lnterest, net of amount capitalized

Cash Paid for income taxes

see accompanying notes to consolidated financiar statements.

2012

$ (75,805)

2011

$ 311,694

504,004

7i,3oO

{4,108)
(11,,;437)

(123,910)

{4v2)
(12,232t

97,327

(23,970t

(18,352)

8.457

407.802

(528,435)

15,616

_ (9,457)

(621',2761

200,000

(176,099)

1,032

130

25,063

(89,41,1)

181.297

490,149

3,9-00

(4,896)

(11,67,4)

17,054

,6,246

4,206

71,ggg

3;015

12,012

6.111

909,I45

(,a19,215)

14,621

{6,111)

(1,009,705i

(350,000)

31o,g95

(156,169)

310,995

482

(5,075)

165

111,193,

11,233

170,064

$ 92,886 $ 181.297

$ 68,834 $ 63,486

-

$ 1,513
-'

$ 1.523

-



IrorperuoENT AUDIToRS,

To the Boar:d of Directors
Gervais T^elephone Company and Subsidiary
Gervais, Oregon

MRTaoEMENT LeTren

we have audited the consolidated financial statements of Gerveis Telephone companST and subsidiary (thecompanv) as of and for the vear ended, D;;;;;'{i','ziiz', ano have [ilil;r; report rhereon dated Aprit z,2013' we conducted our audit in accJrdan." *iu', .uiifi;';i#;#';#;it lLpteo in the Unired stares ofAmerica, the standards applicableio-nnanciat audits .oni"ln"o i, eorirnmeninro]ting standards [;; by thecomptroller'General ofihe united statei oinmeri.a, 
"nii'drn 1zzl, policy on Audits of Rural utilities seMce(RU$) Borrowers' Those standards requlreltr,ii-*"'o# ,ni p"rrorm'tti iioii'iir'tot"in.reasonabre assuranceabout whether the financiar statement.-a-re rr"e oi;;ff;r liiJstatement.

ln ptanning and BerJorming our audit of the consolidated financial statements of Gervais Telephone company andsubsidiary for the vear ended oecemoei s1,2012,n" ."^io.[iiGi;i#;ri"iiJ"', over financiar reporting as abasis for desisnins our auditins procedures ir;ii;'p;;fi;;;;;;;ffffiil;H 
"n 

rhe consoridated financiarstatements and not for the pi'bose ol eipi"*iiffi;;; bn the;ff..i,v";;;s of the company,s intqr,nar
i,i:[i,:::1fl]il9*fj,:#?:#ffiJtgrv, we;o"n;i'"fi;;' ,;"iiIi#'In'ti,i Jiectivenes, nrir,e 6o,npany,s

A de,scription of tho fesponsibility of management for establishing and maintaining the internal control overfinancial reporting, and the oblecrives or ano"inne;rilr;t#;;; fi:r;h;ni.fii'.", fprth in Our indspgn6s6l
L:TiJ:;:ffi:*p-*f;[ilr.,,iil;:.3[, on int*nir i;i;;i'#;3;ncia reporting olijnp,tr z, zoti,-iiisrio-,iriilj

our consideration'of the intgrnat control overJinancial.r:eporting wcurd not necessarily disclose all fiatters in theinternat contror rr"lJf:::t_l:i:ii;q'lfat piqhl g"-rijniftorni oeiiii",ic-ai'li, mareriar weakneises andtherefore' there can be no assurance tha-t att such lericienciel dr"'t*i'iil.iiiJo.-io*"u"r, as discussed in ourindependent auditors' report on internai c;ilril;ffiHi;;;rti.lililr'.lliprirn"" and other matters, weidentifled certain deficiencies in i;te;; ;;ntrot rhat *;;.rid;;ro be significant deficiencies.

A deficiency in internal control exists when the design or operation of 
.a controt does not allow management oremployees' in the normal course of perf_ormins-in?ir-rffiLt tunctions, to. prevent, or detect aid correctmisstatements on a timely basis, A ,"tttirt *.ikness is a deticiency, or combination of deficiencies, in internalconrrot, such that theie is'a reasonabte p-osiruirit:r in;i;'ffi#;t ;iiii;Flr;;i'oi,ti"lintity,s financiat sratementswill not be prevented,. or.detecteo ,nJ16u".t*d"d';ii,""',]t'[al,.. we did not identify any deflciencies in interna]control that we consider to be material wliknesses. -'r ---rc' vvt' urlr Iret' roenllry

A significant deficiency is.'a defi.ciency, or a combination of deficiencies, [n intemal control that is less severe thana materialweakness; yet important enough,to.merit ittention ny'those char,ged w1h goyernance. we consider thedeficiency in the companyrs internal confrol discussed in tne ilioependent auditors, rLport on internal control overfinancial reporringand other matrers to uJ i;ilfi;;;i;;d;ffi;.
7 cFR 1773'33 requires comments on specific.aspects of the internal control over financial reporting, compliancewith specific RUS loan and security instrument pioririons, anJ'ofirei i,Ji,tirrir ,"ttlrr. we have grouped ourcomments accordinsly' ln addition to obtaining 

'""rionrir.';;;;ffi;;ililffi[,="r the financiar statemenrsare free from material misstaternents, at yori"ruir;;; ffi"rmed tests of specific aspects of the internalcontrol over financial reporting, of compliahce with .pefinc riu6 lou, 
"n9 

glrrri-tf i,irtrumunt provisions, and ofadditional matters' The specifii aspects'of the internai"ontioii"", financial reporting, compriance with specific

6Eltr HAWTHtrRNE AVENUE sE, #I 4tr, S.ALEM, trR 9738 I
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RUS loan and security instrument provisions, and additional matters tested include, among other things, theaccountins procedurei,ald.recordr, ,ilii,1o';fiil:"';;Jq1ri.g'*i6"#;;fi9.nus 
Toan ano s;untyinstrument proviqio-ns'.s9t.forth:in 7 eii irTqfid)i#r.iJi b.rtv lt ,.,ri.tio[, lno investments. rn addition,our audit of the flnancial statements also inctuded ql;'6r;;;;;+E.ifiil ili crn'izzs,oa845, our objectivewas not to provide an opinion on these speeific'r.i.cG"qine int*i.onirr.over financial reporting,

:iil,E5XT#,tl,jfff*:S:t roan and securitv r,i;t,i'ffiGilsions, oi idoiiioill'r"tt"o, 
"no-.Jro,ii-n[iy, 

*r
No reports' otherthan our independent auditorsrr.g,qort, and our independent auditors,report on compliance andon internat coritrol over-ryf'li{rit;;ri,,s; uo,,, arira'hiiiizlior,, or summ"ry o} L"u*mendations related toour audit, have been furnished to manate?nent.

our comments on specific aspects of the internal control over finanoial reporting, comptiance with specific RUSloan and security instrument provisions, 
'and 

other aooiiionai matters, as re{uired by 7 cFR 1ll3.Bl, arepresented below.

Accounting procedures and records.

Process for'accumulatrlg and recording labor, material and oveihead costs, and the distr.ibution of thesecosts to consrruction, reti-rement rno riinien#; ;;;ih";;;;." accounts.
Materials control.

o ln performing the procedure with respect to the requirement for a borrower to obtain wiitten approval ofthe mortgagee to enter into any contract, aj-,"r;;i, ;iease oetween in"loiro*"r and an affiriate of theCompany for the year ended oecemoer bi, zoii, *ri'
1' obta'ined and read a boriower-prepaied schedule,g{ ngw written contracts entered,into during theveai between the borrower ano,iniFfiii"t.id'i"tiii;;i, i bfii'iii#,bjizlrir. - l

2' Reviewed Board of Directors minutes to ascertain whether Board-approved written contracts areincluded in the borrower-pr"pl*J *.riJou'i"I""""q,,, 
wrirrner Eoaro-appr(

3' 
HHl$: 'existence of written RUS and other mortgagee approvar of each contract risted by the

The results of our tests indicate that, with respect to the items tested, the company compried, in a, materiati5x[T'];Y15,'j,";ff:'l':":li;f;1,3rffi:::',#?:ln"*irJ,.^:rT;'llll"Iffih;;;;"iri#ffii"n,
o The borrower has obtained written approv-al of the RUS and other mortgagees to enter into any contract,agreemenf, or rease with an affiriate i6 oerineo in'z cFn iTTg,ggt"ltzlti).

[[T[:iJf:,r.li#lsx.lffiR;s';rE3:ll-^l',11,:^"-1lrui,r:,llins came ro ou,.attention, except asnoted below, tha! caused us to berieve ihal til6;prr,,'rJiirit;I[iiiii;',,]ll'?3ri?X,tj",^tJt?,tiilX;i. 
]li,.*1.aT11,?o3?*"lrrTj!ffiq, or,ff:H":i.""1g: j:.l$^::lt_:rlilg se,nerat redger prant accounts
;:gl"; :,lll.IT":,;f,^,1,*,ilt"Xt":::;gt*i*:e1qi lit!i'?3J,il1:?.1",19T;5,ffii:i:,il$been updated to agreewitn tne'jren",.arieJjeillii"-C#;;il1.i;iii;ffi:1,"r:T,ffi,ffi,HX;lilr#

a

a

We noted no matters a 
and its operation that weconsider to be a materiafweakiess, as prwidr*rt;;fil;j, ;iilrlrp".t to the: J and its operation tha

At yout request, r f to compliance with certainprovisions'of laws, reryulatlons, di;;t;5no gr*ii, ih;ffi;;-irres we perform'ed are summarized as foliows:

' ]ff JS:,JT,;ttlf; #i;[1?:i[;]"o'nt' and the accruar or depreciarion on compreted construction



. The retirement of plant addressed at 7 cFR 1773,3i(c);(3) and (4).

o 
Jhe apgrgva! of the.sale, lease, ortransfer of capital assets:and disposition of proceeds for the sale orlease of prant, materiar, or scrap addressed at 7 cFR 1273.33(;x6). 

.----"'-"

' The disclosure of material related party transactions, in accordance with FASB ASc g50-10-50-1 for theyear ended Decemb_er 31,2012, in the financiat siatements;f"*;;; i, tn"jiiri;6r# #ili;report, addressed at 7 CFR 1773.38(e).

o The detailed schedule of inve-stments,

our audit was made ,for tfrg purpose of forrning.an opinlor on the basic financial staternents taken as a whole.
]he_letaileld,g.'cflgdute or investments require-d.ny. i C-iry-i#5fiii, ffi';;r,i,iil'iliio*,*il"p€i"l#i ,",.purposes,of addilionalanalygis and is nota requirel partorine oasiciinanciar"tri.r"nts, This infor.mation hasbe91 supjgclgd'!o thg.,auditing procedures applied in our iuoit or the: basic tininoar statements and, in ouropinion, is fairly stated in all materiatrespecls in relation to the bisic rinanJJ sLirrunir,turen as a whote.

lnvestments as of December31 ,2012:

Detailed schedule, of I nvestrnent in Datavision comm u nications. L Lc.

Orjginal inve_stment

Accumulated earnin gs through .December g1, 20 1 0
Book value of investment as of December 51, ZO11
Net margins i*,2,012

Book value of investment as of December g1,2O1Z

Datavision communicati,ons, !!c is.a wlrolly.owned subsidia providing
investment is accounted for on thq equiiy basis.

This report is intended solev for the information qnd use of the Bgard of Directors, management, Rural Utititiesservice, and supplemental lenders and is ,"ii.i.ra.Jt" u" r.i should not oe useo'by rnyon* other than thesespecified parties. However, this report is a matter or puuric recoro,-rnJ itr'&il[fi; il not timited.

Salem, Oregan
April2, 2Q13

$ 2136g,g69
204,263

2,579,1,32
17,,i,25,3

$ JJA&Ag

telecommunications seMces. This


